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No. 11

LOK SABHA

The following Bill was introduced in the Lok Sabha on 28th February, 2005:—

B ILL No. 35 OF 2005

A Bill to give effect to the financial proposals of the Central Government for the
financial year 2005-2006.

BE it enacted by Parliament in the Fifty-sixth Year of the Republic of India as follows:—
CHAFFER I
PRELIMINARY

(1) This Act may be called the Finance Act, 2005.
(2) Save as otherwise provided in this Act, sections 2 to 64 shall be deemed to have

come into force on the 1st day of April, 2005.
CHAPTER II

RATES OF INCOME-TAX

(1) Subject to the provisions of sub-sections (2) and (3), for the assessment year Income-tax.
commencing on the 1st day ofApril, 2005, income-tax shall be charged at the rates specified
in Part I of the First Schedule and such tax as reduced by the rebate of income-tax calculated

43 of 1961.	 under Chapter VIII-A of the Income•tax Act, 1961 (hereinafter referred to as the Income-tax
Act) shall be increased by a surcharge for purposes of the Union calculated in each case in
the manner provided therein.

(2) In the cases to which Paragraph A of Part I of the First Schedule applies, where the
assessee has, in the previous year, any net agricultural income exceeding five thousand
rupees, in addition to total income, and the total income exceeds fifty thousand rupees,
then,—

(a) the net agricultural income shall be taken into account, in the manner provided
in clause (b) [that is to say, as if the net agricultural income were comprised in the total
income after the first fifty thousand rupees of the total income but without being liable
to tax], only for the purpose of charging income-tax in respect of the total income; and
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"Provided further that no deduction shall be made under sub-section (2),
from the amount of any sum credited or paid or likely to be credited or paid
during the previous year to the account of the sub-contractor during the course
of business of plying, hiring or leasing goods carriages, on production of a
declaration to the person concerned paying or crediting such sum, in the
prescribed form and verified in the prescribed manner and within such time as
may be prescribed, if such sub-contractor is an individual who has not owned
more than two goods carriages at any time during the previous year:

Provided also that the person responsible for paying any sum as aforesaid
to the sub-contractor referred to in the second proviso shall furnish to the
prescribed income-tax authority or the person authorised by it such particulars
as may be prescribed in such form and within such time as may be prescribed;
or";

(c) after clause (iii), the following Explanation shall be inserted, namely:-

`Explanation.—For the purposes of clause (1), "goods carriage" shall
have the same meaning as in the Explanation to sub-section (7) of section
44AE.'.

50.1n section 199 of the Income-tax Act, in sub-section (3), for the figures, letters and
words "ist day ofApril, 2005", the figures, letters and words "1st day ofApril, 2006" shall be
substituted.

In section 203 of the Income-tax Act, in sub-section (3), for the figures, letters and
words "1st day of April, 2005", the figures, letters and words "1st day ofApril, 2006" shall be
substituted.

After section 206 ofthe Income-tax Act, the following section shall be inserted with
effect from the 1st day of June, 2005, namely:–

"206A. (1) Any banking company or co-operative society or public company
referred to in the proviso to clause (0 of sub-section (3) of section 194A responsible
for paying to a resident any income not exceeding five thousand rupees by way of
interest (other than interest on securities), shall prepare quarterly returns for the period
ending on the 30th June, the 30th September, the 31st December and the 31st March in
each financial year and deliver or cause to be delivered to the prescribed income-tax
authority or the person authorised by such authority the quarterly returns as aforesaid,
in the prescribed form, verified in such manner and within such time as may be
prescribed, on a floppy, diskette, magnetic cartridge tape, CD-ROM or any other
computer readable media.

(2) The Central Government may, by notification in the Official Gazette, require
any person other than a person mentioned in sub-section (1) responsible for paying to
a resident any income liable for deduction of tax at source under Chapter XVII, to
prepare and deliver or cause to be delivered quarterly returns in the prescribed form
and verified in such manner and within such time as may be prescribed, to the prescribed
income-tax authority or the person authorised by such authority on a floppy, diskette,
magnetic cartridge tape, CD-ROM or any other computer readable media.".

53. In section 206C of the Income-tax Act,—

in sub-section (4), in the proviso, for the figures, letters and words "1st day
of April, 2005", the figures, letters and words "1st day of April, 2006" shall be
substituted;

in sub-section (5), in the first proviso, for the figures, letters and words "1st
day of April, 2005", the figures, letters and words "1st day of April, 2006" shall be
substituted.

Amendment of
section 199.

Amendment of
section 203.

Insertion of
new section
206A.

Furnishing of
quarterly return
in respect of
payment of
interest to
residents
without
deduction of
tax.

Amendment of
section 206C.

54. In section 238 of the income-tax Act, after sub-section (1), the following sub- Amendment of
section 238.section shall be inserted with effect from the 1st day of April, 2006, namely:—
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after clause (c), the following clause shall be inserted, namely:—

"(d) has concealed the particulars of the fringe benefits or furnished
inaccurate particulars of such fringe benefits,";

in sub-clause (iii),—

() for the word, brackets and letter "clause (c)", the words, brackets
and letters "clause (c) or clause (d)" shall be substituted;

(ii) for the word "income", at both the places where it occurs, the
words " income or fringe benefits" shall be substituted;

(b) after sub-section (5), the following sub-section shall be inserted, namely:—

"(6) Any reference in this section to the income shall be construed as a
reference to the income orfringe benefits, as the case may be, and the provisions
of this section shall, as far as may be, apply in relation to any assessment in
respect of fringe benefits also.".

After section 271FA of the Income-tax Act, the following section shall be inserted
with effect from the 1st day ofApril, 2006, namely:—

"271FES. If an employer, who is required to furnish a return of fringe benefits, as
required under sub-section (1) of section 115WD, fails to furnish such return within
the time prescribed under that sub-section, the Assessing Officer may direct that such
employer shall pay, by way of penalty, a sum of one hundred rupees for every day
during which the failure continues.".

In section 272A of the Income-tax Act, in sub-section (2), after clause (k), the
following clause shall be inserted witheffect from the 1st day ofJune, 2005, namely:—

"(1) to deliver or cause to be delivered the quarterly return within the time specified
in sub-section (1) of section 206A,".

in section 2738 of the Income-tax Act, for the-word, figures and letters "section
271FA", the words, figures and letters "section 271FA, section 271FB" shall be substituted
with effect from the 1st day ofApril, 2606.

In section 276CC of the Income-tax Act, with effect from the 1st day of April,
2006,

in the opening portion, after the words "in due time", the words, brackets,
figures and letters "the return of fringe benefits which he is required to furnish under
sub-section (1) of section 115WD or by notice given under sub-section (2) of the said
section or section 115WH or" shall be inserted;

in the proviso, for the words, brackets and figures "return of income under
sub-section (1) of section 139", the wards, brackets, figures and letters "return of
fringe benefits under sub-section (1) of section 115WD or return of income under sub-
section (1) of section 139" shall be substituted.

In section 278 of the Income-tax Act, for the words "any income chargeable to tax",
the words "any income or any fringe benefits chargeable to tax" shall be substituted with
effect from the 1st day ofApril, 2006.

In section 295 of the Income-tax Act, in sub-section (2), clause (e) shall be omitted
With effect from the 1st day ofApril, 2006.

Insertion of
new section
.271FB.

Penalty for
failure to
furnish return
of fringe
benefits.

Amendment of
section 272A.

Amendment of
section 273B.

Amendment of
section 276CC.

Amendment of_
section 278,

Amendment of
section 295.
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the 30th day of June, 2001 under the rule as amended by sub-section (1), shall be deemed to
be, and always to have been, for all purposes, as validly and effectively, taken or done as if
the amendment made by sub-section (1) had been in force at all material times, and accordingly,
notwithstanding anything contained in any judgment, decree or order of any court, tribunal
or other authority—

no suit or other proceedings shall be instituted, maintained or continued
any court, tribunal or, as the case may be, other authority against the Central Government
or Central Excise Officer for recovery of the amount under the rule as amended by sub-
section (1) and no enforcement shall be made by any court, tribunal or other authority
of any decree or order for non-recovery of the said amount, as if the amendments made
by that sub-section had been in force at all material times;

recovery shall be made of the amount which has not been paid but which
would have been paid as if the amendment made by sub-section (1) had been in force
at all material times, within a period of thirty days from the day on which the Finance
Bill, 2005 receives the assent of the President.

(3) Notwithstanding the supersession of the Central Excise Rules, 1944 referred to in
sub-section (1), for the purposes of that sub-section, the Central Government shall have anf.1
shall be deemed to have the power to make rules with retrospective effect as if the Cent' f.
Government had the power to make rules under section 37 of the Central Excise Aka,
retrospectively at all material times.

Explanation. —For the removal of doubts, it is hereby declared that no act or ornissior
on the part of any person shall be punishable as an offence which would not have been s‘
punishable if this section had not come into force.

83. (1) In the CENVAT Credit Rules, 2001, made by the Central Government in exercise
of the powers conferred by section 37 of the Central Excise Act, rule 6 thereof as published
in the Official Gazette vide notification of the Government of India in the Ministry of Finance
(Department of Revenue), No. GS.R. 445(E), dated the 21st June, 2001 shall stand amended
and shall be deemed to have been amended retrospectively in the manner as specified in
column (2) of the Fifth Schedule on and from the corresponding date specified in column (3)
of that Schedule against the rule specified in column (1) of that Schedule.

(2) Any action taken or anything done or purported to have been taken or done at any
time during the period commencing on and from the 1st day of July, 2001 and ending with the
28th day of February, 2002 under the rule as amended by sub-section (1), shall be deemed to
be, and always to have been, for all purposes, as validly and effectively taken or done as if
the amendment made by sub-section (1) had been in force at all Material times, and accordingly,
notwithstanding anything contained in any judgment, decree or order of any court, tribunal
or other authority—

no suit or other proceedings shall be instituted, maintained or continued in
any court, tribunal or, as the case may be, other authority against the Central Government
or Central Excise Officer for recovery of the amount under the rule as amended by sub-
section (1) and no enforcement shall be made by any court, tribunal or other authority
of any decree or order for the non-recovery of the said amount, as if the amendments
made by that sub-section had been in force at all material times;

recovery shall be made of the amount which has not been paid but which
would have been paid as if the amendment made by sub-section (1) had been in force
at all material times, within a period of thirty days from the day on which the Finance
Bill, 2005 receives the assent of the President.

(3) Notwithstanding the supersession of the CENVAT Credit Rules, 2001 referred to in
sub-section (1), for the purposes of that sub-section, the Central Government shall have and
shall be deemed to have the power to make rules with retrospective effect as if the Central
Government had the power to make rules under section 37 of the Central Excise Act,
retrospectively at all material times.

•

Amendment
of rule 6 of
the
CENVAT
Credit Rules,
2001.
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2 of 1974.	 (2) Notwithstanding anything contained in the Code of Criminal Procedure, 1973, an
offence punishable under sub-section (1) shall be deemed to be non-cognizable within the
meaning of that Code.

A person shall not be proceeded against for any offence under section 109 except
with the previous sanction of the Chief Commissioner of Income-tax.

(1) The Central Government. may, by notification in the Official Gazette, make rules
for carrying out the provisions of this Chapter.

(2) In particular, and without prejudice to the generality of the foregoing power, such
rules may provide for all or any ofthe following matters, namely: —

the time within which the return shall be delivered or caused to be delivered
to the Assessing Officer or to any other agency and the form and the manner in which
such return shall be furnished under sub-section (1) or sub-section (2) of section 98;

the time within which the returrfshall be furnished on receipt of notice under
sub-section (2) of section 98;

the time within which refund shall be made under sub-section (3) of section
99;

the form in which an appeal under section 107 or section 108 may be filed and
the manner in which they may be verified;

(e) any other matter which by this Chapter is to be, or may be, prescribed.

(3) Every rule made under this Chapter shall be laid, as soon as may be alter it is made,
before each House of Parliament, while it is in session for a total period of thirty days which
may be comprised in one session or in two or more successive sessions, and if, before the
expiry of the session immediately following the session or the successive sessions aforesaid,
both Houses agree in making any modification in the rule or both Houses agree that the rule
should not be made, the rule shall thereafter have effect only in such modified form or be of
no effect, as the case may be; so, however, that any such modification or annulment shall be
without prejudice to the validity of anything previously done under that rule.

(1) If any difficulty arises in giving effect to the provisions of this Chapter, the
Central Government may, by order published in the Official Gazette, not inconsistent with the
provisions of this Chapter, remove the difficulty:

Provided that no such order shall be made after the expiry of a period of two years from
the date on which the provisions of this Chapter come into force.

(2) Every order made under this section shall be laid, as soon as may be after it is made,
before each House of Parliament.

CHAPTER

M ISCELLANEOUS

In section 3 of the Government Savings Banks Act, 1873, in the definition of
"depositor", the following proviso shall be inserted, namely:—

'Provided that on and after the date on which the Finance Bill, 2005 receives the
assent of the President, the provisions of this clause shall have effect as if for the
words "a person", the words "an individual" had been substituted.'.

114. After section 8A of the Indian Stamp Act, 1899, the following section shall be
inserted, namely:—

'8B. Notwithstanding anything contained in this Act or any other law for the time
being in force, —

(a) a scheme for corporatisation or demutualisation, or both of a recognised
stock exchange; or

Institution of
proceedings.

Power to
make rules.

Power to
remove
difficulties.

Amendment
of Act 5 of
1873.

Insertion of
new section
8B in Act 2 of
1899.

Corporatisation
and
demutualisation
schemes and
related instru-
ments not
liable to duty.
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58 of 1957.

51 of 1975.

the amount of interest on amount of credit utilised for paying the
CENVAT duty shall be at a rate of thirteen per cent. per annum for
the period beginning on and from the day when each time the amount
of credit was so utilised and ending on the 10th day of September, 2004;

the Central Excise Officer shall, on or before the 15th day of
June, 2005, inform the assessee, in writing, the amount of credit and the
amount of interest so determined under clauses (iii) and (iv);

the assessee shall pay an amount equal to one-thirty sixth part of
each of the amount determined under clauses (iii) and (iv) by the fifth day of
every month, commencing from the month, following the month of receipt of
information of the amount determined by the Central Excise Officer,

the assessee may make payment on his own towards the amount
of credit or, as the case may be, the amount of interest, in excess of the
amount required to be paid up to a particular month;

(ix) where the assessee pays the total amount of credit and the
amount of interest so determined under clauses (iii) and (iv), respectively,
the Central Excise Officer shall issue an order confirming the payment of
credit and the amount of interest and discharging the assessee from any
recovery of the amount of credit;

(x) for the purposes of this sub-section, it is hereby clarified that
the amount of credit has been fully utilised first towards payment of the
CENVAT duty before utilising the CENVAT credit of additional duty
leviable under section 3 of the Additional Duties of Excise (Goods of
Special Importance) Act, 1957 paid on or after the 1st day of April, 2000
for payment of theCENVAT duty.

(6) Where the assessee fails to furnish the declaration as required
under clause (i), or has furnished the declaration but failed to pay the amount
by the day as specified in clause (vii), of sub-section (5), the provisions of
sub-section (4) shall apply subject to the modification that the notice, requiring
the assessee to show cause why he should not pay the amount specified in
the notice, shall be served upon him within three months from the date of his
such failure.";

(b)in section 94, in sub-section (I), clause (a) shall be re-lettered as clause (aa) thereof,
and before clause (aa) as so re-lettered, the following clause shall be insert 1, namely.—

"(a) the additional duty referred to in sub-section (5) of section 3 of the
Customs TariffAct, 1975;".

(c) in section 98, in the Table, with effect from the 1st day of June, 2005,-

(1) against SI. No.1, under column (3) relating to rate, for the figures and
words "0.075 per cent.", the figures and words "0.1 per cent." shall be substituted;

against SI. No. 2, under column (3) relating to rate, for the figures and
words "0.075 per cent.", the figures and words "0.1 per cent." shall be substituted;

against SI. No. 3, under column (3) relating to rate, for the figures and
words "0.015 per cent"; the figures and words "0.02 per cent." shall be
substituted;

against SI. No. 4, under column (3) relating to rate, for the figures and
words "0.01 per cent.", the figures and words "0.0133 per cent." shall be
substituted;

against SI. No. 5, under column (3) relating to rate, for the figures and
words "0.15 per cent.", the figures and words "0.2 per cent." shall be substituted.

Declaration under the Provisional Collection of Taxes Act, 1931
It is hereby declared that it is expedient in the public interest that the provisions of

clauses 72, 74, 85, 86, 119, 120 and 123(d) of this Bill shall have immediate effect under the
16 of 1931. Provisional Collection of Taxes Act, 1931.
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THE FIRST SCHEDULE
(See section 2)

PART I

INCOME-TAX

Paragraph A

In the case of every individual or Hindu undivided family or association of persons or body of individuals, whether
incorporated or not, or every artificial juridical person referred to m sub-clause (vii) of clause (31) of section 2 of the
Income-tax Act, not being a case to which any other Paragraph of this Part applies,—

Rata of income-tax

where the total income does not exceed Rs. 50,000

where the total income exceeds Rs. 50,000 but does
not exceed Rs. 60,000

where the total income exceeds Rs. 60,000 but does
not exceed Rs. 1,50,000

where the total income exceeds Rs. 1,50,000

Nil;

10 per cent. of the amount by which the total income
exceeds Rs. 50,000;

Rs. 1,000 plus 20 per cent. of the amount by which the
total income exceeds Rs. 60,000;

Rs. 19,000 plus 30 per cent. of the amount by which the
total income exceeds Rs. 1;50,000.

Surcharge on income-tax

The amount of income-tax computed in accordance with the preceding provisions of this Paragraph, or in section
111A or section 112, shall,—

(1) in the case of every individual or Hindu undivided family or association of persons or body of individuals
having a total income exceeding eight hundred and fifty thousand rupees, be reduced by the amount of rebate of
income-tax calculated under Chapter VIII-A, and the income-tax as so reduced, be increased by a surcharge for
purposes of the Union calculated at the rate of ten per cent. of such income-tax;

(ii) in the case of every person, other than those mentioned in item (0, be increased by a surcharge for purposes
of the Union calculated at the rate of ten per cent. of such income-tax:

Provided that in case of persons mentioned in item (1) above having a total income exceeding eight hundred and
fifty thousand rupees, the total amount payable as income-tax and surcharge • on such income shall not exceed the
total amount payable as income-tax on a total income of eight hundred and fifty thousand rupees by more than the
amount of income that exceeds eight hundred and fifty thousand rupees.

Paragraph B

In the case of every co-operative society,—

Rates of income-tax

where the total income does not exceed Rs.10,000

where the total income exceeds Rs.10,000 but does
not exceed Rs. 20,000

(3) where the total income exceeds Rs. 20,000

10 per cent. of the total income;

Rs.1,000 plus 20 per cent. of the amount by which the
total income exceeds Rs.10,000;

Rs. 3,000 plus 30 per cent. of the amount by which
the total income exceeds Rs. 20,000.

Surcharge on income-tax

The amount of income-tax computed in accordance with the preceding provisions of this Paragraph, or in section
111A or section 112, shall, in the case of every co-operative society, be increased by a surcharge for purposes of the
Union calculated at the rate of two and one-half per cent. of such income-tax.
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(37) in Chapter 61,-

(1) for the entry in column (4) occurring against all the tariff items of sub-heading 6101 10, the entry "15%
or Rs. 700 per piece, whichever is higher" shall be substituted;

in tariff item 6101 20 00, for the entry in column (4), the entry "15% or Rs. 540 per piece, whichever is
higher" shall be substituted;

for the entry in column (4) occurring against all the tariff items of sub=heading 6101 30, the entry "15%
or Rs. 530 per piece, whichever is higher" shall be substituted;

for the entry in column (4) occurring against all the tariff items of sub-heading 6101 90, the entry
"15%" shall be substituted;

in tariff item 6102 10 00, for the entry in column (4), the entry "15% or Rs. 595 per piece, whichever is
higher" shall be substituted;

(vi)'in tariff item 6102 20 00, for the entry in column (4), the entry "15% or Rs. 425 per piece, whichever is
higher" shall be substituted;

for the entry in column (4) occurring against all the tariff items of sub-heading 6102 30, the entry
"15% or Rs. 475 per piece, whichever is higher" shall be substituted;

for the entry in column (4) occurring against all the tariff items of sub-heading 6102 90, the entry
"15%" shall be substituted;

for the entry in column (4) occurring against all the tariff items of heading 6103, the entry "15%" shall
be substituted;

in tariff items 6104 11 00, 6104 12 00 and 6104 13 00, for the entry in column (4) occurring against each
of them, the entry "15%" shall be substituted;

(xi) for the entry in column (4) occurring against all the tariff items of sub-heading 6104 19, the entry "15%
or Rs. 460 per piece, whichever is hiiher" shall be substituted;

(xi° in tar iffitems 6104 21 00,6104 22 00 and 6104 23 00, for the entry in column (4) occurring against ea&
of them, the entry "15%" shall be substituted;

for the entry in column (4) occurring against all the tariff items of sub-heading 6104 29, the entry
"15%" shall be substituted;

in tariff items 6104 31 00, 6104 32 00 and 6104 33 00, for the entry in column (4) occurring against each
of them, the entry "15%" shall be substituted;

for the entry in column (4) occurring against all the tariff items of sub-heading 6104 39, the entry
"15%" shalt be substituted;

in tariff item 6104 4100, for the entry in column (4), the entry "15% or Rs. 255 per piece, whichever is
higher" shall be substituted;

in tariff item 6104 42 00, for the entry in column (4), the entry "15%" shall be substituted;

in tariff items 6104 43 00 and 6104 44 00, for the entry in column (4) occurring against each of them,
the entry "15% or Rs. 255 per piecp, whichever is higher" shall be substituted;

for the entry in column (4) occurring against all the tariff items of sub-heading 6104 49, the entry
"15% or Rs. 220 per piece, whichever is higher" shall be substituted;

in tariff items 6104 51 00, 6104 52 00 and 6104 53 00, for the entry in column (4) occurring against each
of them, the entry "15% or Rs.110 per piece, whichever is higher" shall be substituted;

for the entry in column (4) occurring against all the tariff items of sub-heading 6104 59, the entry
"15% or Rs. 110 per piece, whichever is higher" shall be substituted;

in tariff item.6104 61 00, for the entry in column (4), the entry "15%" shall be substituted;

(xxiii) in tariff items 6104 62 00 and 610463 00, for the entry in column (4) occurring against each ofthem,
the entry "15% or Rs. 98 per piece, whichever is higher" shall be substituted;














































































































































































